$1.45  billion  in  1983.  But  this  will  amount 
to  an  increase  of  only  60%,  a  far  cry  v 
from  the  original  100%  forecast 

In  recent  months,  Sirius  Software 
Inc.,  Software  Guild,  and  its  parent, 
Softsmiths  Corp.,  have  filed  for  Chapter 
11  protection.  Publisher  Readers  Digest 
Associates  Irjc.  and  ASK  Computer  Sys¬ 
tems  Ihc.,  a  minicomputer  software  ven¬ 
dor,  both  pulled  out  of  the  personal  com¬ 
puter  software  business.  Management 
Science  America  Inc.  and  On-Line  Soft¬ 
ware  International  Inc- have  just  report¬ 
ed  quarterly  losses,  Sorcim  Corp.  and 
Information  Unlimited  Software  Inc. 
were  acquired  by  Computer  Associates 
International;  Ine. 

Numerous  other  personal  computer 
software  companies,  including  early 
market  leaders  VisiCorp  and  MicroPro 
International  Corp.  have  laid  of  more 
than  half  their  staffs.  One  software  dis¬ 
tributor, -SKll  Corp.,  purchased  in  Febru¬ 
ary  by  McKesson  Corp.  and  Action  In¬ 
dustries  Inc.,  has  not  performed  well 
and  is  up  foil  sale. 

A  ncw  hoc.  The  tightening  competition 
has  changed  the  rules  dramatically. 
Gone  are  the  days  when  software- 
hungry  computer  enthusiasts  were  buy¬ 
ing  every  major  new  program  that  came 
on  the  market  Now  ai  staggering  20,000 


No  ote  expected  the  haiycon  days 
of  ihe  personal  computer  soft¬ 
ware  business  to  pass  so  quickly. 
Industry'  experts  had  projected  that  this 
maiket  woe  Id  continue  to  double  annual¬ 
ly,  and  3,0X1  hopefuls,  as  a  result,  had 
jumped  into  the  fray.  But  the  glut  of 
suppliers,  i|long  with  the  soaring  cost  of 
marketing  new  products  ■  and,  a  flood  of 
me-too  programs,  is  changiiig  the  pic- 
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I  appearing  are  the  telltale 
im  industry  shakeout — bank- 
jujouts,  layoffs,  and  prke-cut- 
[ake  matters  worse,  the  mar- 
failed  to  live  up  to  earlier 
|.  “The  market  is  still  grow- 


Eg3  Juiiussen,  chairman  of 
mputing  Inc.,  a  McGraw-Hill 
tixat  tracks  the  personal  com- 
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er  software  companies.  AshtonTate  Inc. 
bought  its  new.  Framework  integrated 
software  from  Forefront  Cor]  ja: small 
Mountain  View  (Calif.)  software  develop¬ 
er.  Others  are  entering  into  developer- 
publisher  agreements  with  established 
publishers-.  'The  days  of  the  (m  e-man 
band  are  over/'  says  David  J.  Evans  IV, 
director  for  talent  of  Electro  lie!  Arts,  a 
software  publisher  that  mixes  in-house 
programming  with  publishing  products 
from  more  than  80  independent  develop¬ 
ers.  Even  software  agents  have  cropped 
up.  Operating  like  literary  agents,  they 
match  independent  .software  authors 
with  publishers  (BW— Aug.  I). 

For  both  new  and  established  soft¬ 
ware  companies,  however, .  he  bottom 
line  for  success  will  be  innovative  prod¬ 
uct  design.  At  last  count,  the  o  were  200 
or  more  word  protestors,  .50  spread¬ 
sheets,  200  data  bape  programs,  and  ^5 
integrated  packages  that  ofer  at  least 
three  functions.  Moreover,  distributors 
report  that  of  the  120,000  programs  on 
t)\e  market,  a  mere  120  make  bp  as  much 
as  half  of  their  total  businhs.  A  pro¬ 
gram  now  "has  to  be  signific  mtly  better 
to  even  have  a  ehahee  "  says  Robert  S. 
Left,  president  of  Softselj  Computer 
Products  Inc.,  a  large  software  distribu¬ 
tor  that  carries  2,3pG  titles  and  sells  to 
more  than  4,000  outlets  nationwide. 
‘abysmal  failure.'  Some  examples  of 
new  ideas  are  already  beginning  to  show 
up.  Menlo  Corp.,  i  startup!  has  intro¬ 
duced  InSearch,  a  program  That  allows 
personal  computer  users,  to  locate  infor¬ 
mation  more  easily  in  the  Widely  used, 
but  arcane,  Dialog:  Information  Service 
Inc.  data  base.  Another  new  package, 
called  ThinkTank,  Introduced  last  year 
by  living  Videotexjt  Inc.,  allows  a  user 
to  make  an  outline  to1*  a  dm  urnent,  then 
store  and  manipulate  information  under 
the  headings.  The  documenj;  can  be  ex¬ 
panded  to  display  the  text  under  each 
heading  or  collapsed  to  shpw  only  the 
main  outline  (box).!  Already  two  compa¬ 
nies,  Ashton-Tate  and  Select  Information 
Systems  Inc.,  have;  copied  the  concept. 

Even  when  an  innovative  program  is 
published,  the  developer  his  a  major, 


doper  his  a  major, 
expensive  hurdle  tel  get  ovei  to  establish 
a  market  identity.  Ashton-Tate,  for  one, 
has  already  launched  a  $10  million  ad¬ 
vertising  campaign  to  ba:k  its  new 
Framework  package.  But  tint  lajrge  an 
expenditure  can  be  wasted,  too, 
ers  say.  "That's  more  like 
the  noise  level  than  prude 
comments  Light  Year’s  Co 
One  pint-size  coin] 


teat  it  could  advertise  its  w 
but  had  to  change  its  tun 
field  (Calif.)  company  gre 
two  years  selling  tvord  pi 
ware  directly  to  hardware 
ers  such  as  Digital  Equip 
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spreadsheet,  which  was  developed  by 
Software  Arts  Inc.  and  marketed  by 
VfsiCorp,  die  company  decided  that  it, 
top,  could  be  a  software  developer.  But 
VpiCorp.  spent  more  money  and  time 
than  expected  on  its  Visi  On  software. 
Tie  produ  ;t  was  late  to  market.,  and  by 
.ttye  thnefit  arrived,  competitors /were  hot 
on  its  hee  s  with  their  own  software. 

[Alter  ]e  ts  than  a  year  of  disappointing 
sides,  Yis.Corp  was  forced  to  lay  off 
more  than  half  of  its  200  employees. 
And  in  late  July,  the  company  decided  to 
get  out  oi  Visi  On  product  development 
add  go  back  to  selling  it  It  sold  the 
I  entire  Vfe  On  r&d  operation*  to  Control 
j  DptaXorp,  “Visi  On  was  a :  gamble ...  4 
i  aid  we  w  aren’t  able  to  see  it  through," 
i  admits  Michele  T.  Niven,  a  VisiCorp 
'  product  manager,  ,fBut  we  are  still  ter¬ 
rific  puWi  hers." 

taking  OfiAMCSS.  The  devastating  com¬ 
petition  '  that  pushed  VisiCorp;  out  of 
software  tevelopment  is  also  taking  its 
toll  on  dfe  ributors  and  computer  special¬ 
ty  stores.  Over  the  past  year,  the  aver¬ 
age  price  of  business  programs  for  per¬ 
sonal  computers  has  plummeted  from 
$$00  to  a:xmt  $300  per  package.  But  it 
I  costs  the  retailer  as  much  to  sell  the 
$300  package  as  it  did  when  it  sold  for 
$$00.  To  pick/ up  the  slack,  many  soft¬ 
y-tare  spe  baity  stores  and  distributors, 
including  Miero-D  Inc.  and  Softsel.  have 
added  pri  iters  and  other  personal  com¬ 
puter  peripherals  to  their  product  lines. 
One  software-only  chain,  Softwaire  Cen¬ 
tre  Interi  atipnal,  which  operates  60  soft¬ 
ware  store  franchises  nationally,,  recent¬ 
ly  was  breed  to  close.!  of  its  II 
company-  iwned  stores  because  it  ex¬ 
panded  tpo  rapidly  in  a  slowing  market. 

|  Amid  ill  this  gloom,  however,  are 
some  bright  spots.  Developments  in  the 
hardware  market  such  as  new  persona] 
computer^  from  AT&T  Information  Sys- 
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terns  Inc.  and  the  Macintosh  from'  ‘Apple 
Computer  Inc.,  continue  to  open  up  op¬ 
portunities  1  for  software  developers.  In 
addition,  IBM,  which  has  been  marketing 
itk  IBM  PC  for  two  years,  is  expected  to 
hitroducd  k  new  model  in  August. 

For  these  reasons,  some  retailers  and 
venture  capitalists  are  willing  to  take 
chances  |h  a  software  startup.  “’We  are 
still  looking  at  making  commitments,  al¬ 
though  tie  traditional  wisdom  is  that  the 
bloom  is*  off  the  rose,”  says  L  John 
Eloerr  III,  a  partner  at  Kleiner  Perkins 
Canfield  &  Byers.. The  California  ven¬ 
ture-  firca  recently  closed  a  dea^i  with 
Haba  Syfetems  Inc.,  a  developer  of  pro¬ 
grams  far  Apple's  Macintosh.  Adds  Paul 
M.  Sehtraian  at  BusinessLand  Inc.,  a  na¬ 
tional  computer  retagl  chain;  “It's  a  bal¬ 
ancing  apt,  but  we  vtould  take  a  chance 
oh  a  unique  products  from  a  new  compa¬ 
ny  without  a  track  record."  m 


